BEFORE YOU BORROW, ASK 



Can I afford all the repayments? Will I still 
be able to pay each month when I go on 
holiday or after Christmas? 
Is it worth it? As borrowing increases the 
cost of what I buy, do I want to pay extra? 
Forget the interest rate for the moment: 
just add up all the instalments and see if 
it's still a fair price to pay! 
Is it the smart thing to do? Don't end up 
paying for something you've stopped 
using. For example, paying for a new tv 
over a year may be worth it but paying for 
a DVD over two months probably isn't! 

Could I cope if I miss a payment? Will I be 
able to afford the default penalties and 
charges? Could I end up with debt I can't 
repay? 

PLASTIC MONEY 

Cash cards allow you to withdraw money 
from cash machines. You will have a 
Personal Identification Number (PIN) to 
use with it. The money comes straight out 
of your account. 

Debit cards allow you to pay for things: in 
shops, you enter your PIN into a machine; 
by phone or internet, don't give your PIN 
but the 3-digit security code that is on the 
back of the card instead. The money comes 
out of your account. 

Credit cards work like debit cards but 
you're not spending own money. You 
borrow it, get a statement each month and 
what you don't pay off accumulates 
interest. 



Charge cards work like credit cards, except that 
you must pay off the entire balance each month. 

Top-Up cards work like debit cards but are 'pay-as- 
you-go', so you can withdraw and spend only what 
money is already loaded on to the card. 
Store cards are issued by shops and supermarkets 
and can only be used to buy things in them. Some 
work like credit cards and some like charge cards, 
so be clear which sort you have and how it works. 



CLUBHOUSE MONEY-ED 

All Souls Clubhouse produce literature and run 
courses to help people handle money well. Check out 
the website for free downloads: 

www.cl ubhouse wl .org/moneyed 
THIS LEAFLET DOES NOT SAY IT ALL 
This is only an introduction to personal financial issues 
and they have been simplified. Managing money and 
resolving debt can be complicated. You cannot hold 
Clubhouse, the author, or anyone else involved in the 
production of this leaflet responsible for any action 
you take, or fail to take, based on what is written 
here. You should get expert help if you are worried 
about your financial situation or if you think you could 
benefit from help with money problems and debt. 

WHERE TO GET FREE ADVICE 

If you have a money problem or debt, get immediate 
help. You will find local advice agencies listed in the 
front of telephone directories or on display in local 
libraries. Or you can call National Debtline on 0808 
808 4000: the call is free from landlines and most 
mobile network. Or look on these websites: 
www.nationaldebtline.co.uk 
www.citizensadvice.org.uk 

adviceuk.org.uk 
www.gracedebtadvice.org 
www.capuk.org 
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CREDIT & DEBT 

'Credit' and 'debt' are two words that 
often are mixed up today. Some people 
say that all credit is actually debt and this 
might put you off using it. But that's not 
helpful because, used properly, credit can 
help you do things that you'd otherwise 
miss out on - things like attending 
university or buying your own home. 

A hundred years ago, people would pay 
butchers, grocers and other traders once a 
month but they weren't considered to be 
in debt unless they couldn't pay on the 
agreed day. We need to be just as realistic 
today. People put groceries and other 
regular purchases on their credit cards and 
routinely pay off the total each month but 
don't consider themselves to be in debt. 

• Credit is borrowing money that you can 
and do repay on time and in full, as 
agreed by the lender. 

• Debt is what you owe but can't or 
won't pay (an overdue bill, for example, 
or a loan repayment). 

RENTING MONEY 

Credit is renting money and the rent is 
called interest. When you rent a car, the 
rent you pay depends on the type of car, 
how long you want it for and your track 
record as a driver. When you rent, or 
borrow, money, the rate of interest is 
called APR (Annual Percentage Rate) and 



the rate you're charged depends on the 
type of credit (overdraft or credit card, for 
example), how long you want to borrow it 
for and your track record handling money. 

APR is the cost of borrowing money for 
one year. It includes interest and fees. It 
was created to make it easier to compare 
similar financial products: if one loan is 8% 
APR and another 9% APR, you pay more 
interest each year on the second loan. 

This does not necessarily this mean that 
the higher the APR, the worse the deal. 
Higher APR may be the extra 'rent' you pay 
for more conveniences. The APR on a 
credit card is usually higher than on a loan 
because of the convenience of using it and 
your flexibility in repay each month. 

Remember, APR is the annual rate. A loan 
at 9% APR repaid in one year is cheaper 
than a loan at 8% APR repaid over two 
years. The APR for credit cards is called 
Typical APR because the actual rate you 
pay depends on how you use it (see the 
Money-Ed leaflet, Choosing Credit Cards). 

Default penalties and charges are added 
when you miss payments. For example, if 
you miss a £5 payment, you could easily 
end up owing an extra £50! 

Credit can help you do things you couldn't 
otherwise afford but it can also plunge you 
into serious debt and make life miserable! 



APPLYING FOR CREDIT 

Before you get a loan, think what you 
might have to give up while you repay it! 

When you apply, lenders want to know 
three things about you: some of this 
information they get from the application 
form and the rest from Credit Reference 
Agencies. They want to know: 

• Your ability to repay. This is difficult 
for them to know because, although 
they may know how much you earn, 
they don't know how much you need 
to live on. It's important not to mislead 
either them or yourself about what 
you can afford. 

• Your general stability. This can be 
demonstrated by how long you've 
lived at the same address or been in 
the same job. It indicates whether 
you're likely to stick with the credit 
agreement and make the repayments 
on time. 

• Your reliability. This is something that 
Credit Reference Agencies know. 

Credit reference agencies hold personal 
information about people that banks, 
credit companies, other businesses and 
local authorities find useful. It includes 
your address, bank accounts, credit cards, 
loans, fines, fixed penalties, court orders, 
bankruptcies— as well as how well you've 
met recent credit commitments. 



